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ANNCR: 

THE HEAVIEST CRITICISM OF TODAY'S INTERNATIONAL ECONOMIC 
SYSTEM IS AINED AT WORLD COMMODITY PRICES. AS PART OF THAT SO- 
CALLED "NORTH-SOUTH" DIALOGUE, THE DEVELOPING COUNTRIES ARE 
CALLING FOR GREATER PRICE STABILITY FOR COMMODITIES THEY IMPORT 
AND A LARGER VOICE IN THE CONTROL OF COMMODITY PRICES. THE WAY 
TO ACCOMPLISH THIS, THEY SAY, IS THROUGH COMMODITY AGREEMENTS 
AND BUFFER STOCKS. VOA'S JOSEPH SULLIVAN LOOKS AT SONE OF THE 
ISSUES INVOLVED. 

VOICE: 

CERTAINLY THERE'S NO DISAGREEMENT BETWEEN THE INDUSTRIALIZED 
AND DEVELOPING COUNTRIES ON THE NEED FOR STABILIZING COMMODITY 
PRICES. THE ISSUE IS HO! TO GO ABOUT IT IN A MANNER THAT WILL 
GUARANTEE EQUITABLE PRICES FOR PRODUCERS AIID CONSUMERS ALIKE, 

COMMODITY MARKETS HAVE ALWAYS BEEN ERRATIC, WITH SUDDEN 
SWINGS IN PRICE MOVEMENTS. INDEED, THE EXTRAORDINARY SURGE IN 
THE PRICE OF FOOD AND OTHER RAW MATERIALS BEGINNING IN THE EARLY 
1970'S TOUCHED OFF AN INFLATIONARY SPIRAL FROM WHICH THE WORLD 
HAS YET TO FULLY RECOVER. INSTABILITY IN COMMODITY PRICES MEANS 
THAT PRODUCERS CAN NEITHER PREDICT THEIR EXPORT EARNINGS NOR PLAN 
FOR STEADY INVESTIIENTS IN WEW PRODUCTION. IN ADDITION, LONG- 
RANGE NATIONAL DEVELOPMENT PROGRAMS, DEPENDENT ON FOREIGN EXCHANGE 
FOR NECESSARY IMPORTS, ARE ALMOST IMPOSSIBLE TO FORIIULATE WITH 
ANY ACCURACY IF EXPORT PRICES ARE FLUCTUATING WILDLY. IN ADDITION 
TO PRICE FLUCTUATIONS, THE DEVELOPING COUNTRIES ALSO COMPLAIN 


THAT THE PRICES OF THE COIiODITIES THEY EXPORT HAVE NOT KEPT PACE 
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WITH THE PRICES THEY MUST PAY FOR IMPORTS. AND THIS, THEY SAY, 
HAS RESULTED IN HUGE BALANCE OF PAYMENTS DEFICITS. 

HERE IN WASHINGTON, A SENIOR RESEARCH FELLOW AT THE BROOKING'S 
INSTITUTION, EDWARD FRIED, IS THE AUTHOR OF NUMEROUS STUDIES ON 
RAW MATERIALS TRADE. MR FRIED BELIEVES THAT SOME PROGRESS IS AT 
LAST POSSIBLE TO NARROW THE RANGE IN THE RISE AND FALL OF COMMODITY 
PRICES, BUT, LIKE OTHER EXPERTS IN THE FIELD, HE SAYS THE MOST 
EFFECTIVE WAY TO APPROACH THE PROBLEM IS ON A COMMODITY-BY- 
COMMODITY BASIS. IN HIS WORDS: 

TAPE: CUT ONE -- FRIED 


"IT SEEMS TO ME THAT THIS IS MOST SELF-EVIDENT FROM THE FACT THAT 
THE CONDITIONS, BOTH II) RESPECT TO SUPPLY AND DEMAND FOR INDIVIDUAL 
COMMODITIES, DIFFER SO WIDELY FROM COMMODITY TO COMMODITY. WHY, 
FOR EXAMPLE, WOULD ONE WANT TO DEAL WITH ATTEMPTS TO STABILIZE 

THE PRICES OF A PARTICULAR COMMODITY IN AN EFFORT TO STABILIZE 

OR IMPROVE THE EARNINGS OF DEVELOPING COUNTRIES, WHEN MOST OF 

THE EXPORTS OF THE COMMODITY COME FROM INDUSTRIALIZED COUNTRIES? 
THERE'S A CONFUSION OF OBJECTIVES AND THE SITUATION FOR EACH 
COMMODITY. I THINK THAT WE SHOULD BE PREPARED TO BE PRAGMATIC 
ABOUT COMMODITIES POLICY. WHERE THERE ARE PROSPECTS FOR REDUCING 
EXCESSIVE FLUCTUATIONS IN THE PRICE OF A PARTICULAR COMMODITY 
WITHOUT SUFFERING THE SERIOUS DISADVANTAGES FROM THE ATTEMPT, 

WE CERTAINLY SHOULD LOOK AT IT ACTIVELY. I THINK IN MOST CASES 

IT WILL BE A MOST DIFFICULT THING TO DO. I THINK THE POSSIBILITIES 
PROBABLY ARE GOING TO BE VERY LIMITED. BUT IT'S AN EFFORT THAT 

WE SHOULD EXPLORE ACTIVELY." 


VOICE: 

SOME OF THE DIFFICULTY IN DEVISING A RATIONAL COMMODITIES 
POLICY ACCEPTABLE TO BOTH THE INDUSTRIALIZED AND DEVELOPING 
COUNTRIES INVOLVES A DIFFERENCE IN OBJECTIVES. MISTER FRIED 
HAS THIS TO SAY ON THE SUCJECT: 

TAPE: CUT TWO -- FRIED 

"THE DEVELOPING COUNTRIES ARGUE, OR HOPE, THAT COMMODITY AGREEMENTS 
MIGHT BE POSSIBLE THAT WILL BE A MEANS OF MAINTAINING PRICES 
SUBSTANTIALLY ABOVE MARKET-CLEARING LEVELS OVER A SUSTAINED OR 
PROTRACTED LENGTH OF TINE. THE INDUSTRIAL COUNTRIES ARGUE THAT, 
SURPLUSES WILL BE BUILT UP THAT ARE REALLY NOT GOING TO BE 


MANAGEABLE. I BELIEVE THAT THE LOGIC OF THIS ARGUMENT IS ON THE 
SIDE OF THE INDUSTRIALIZED COUNTRIES. I WOULD ALSO ARGUE THAT 
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THE THING TO DO IS TO TRY TO DO MORE IN THE WAY OF PRICE 
STABILIZATION, AiID THE WAY TO DO THIS IS VIA BUFFER STOCKS AND 
TO EXPERIMENT TO SEE WHAT CAI! BE DONE." 

ANNCR : 

AND, IF THINGS GO ACCORDING TO PLAN THERE WIL L Bé SOME 
EXPERIMENTS IN INTERNATIONAL COMMODITY MANAGEMENT. AT THE RECENT 
UNITED NATIONS CONFERENCE ON TRADE ANID DEVELOPMENT IN NAIROBI, 
NATIONS THAT BUY, MINE OR GRO!) COMMODITIES AGREED TO A SERIES OF 
CONFERENCES AIMED AT NEGOTIATING PACTS FOR EIGHTEEN KEY COMMODITIES 
THE DEVELOPING NATIONS ALSO PROPOSED IN NAIROBI THAT A COMMON FUND 
BE CREATED TO FINANCE THE PURCHASE OF BUFFER STOCKS OF FOOD AND 
OTHER RAW MATERIALS. THE STOCKPILES WOULD BE INCREASED OR REDUCED 
IN A MANNER DESIGNED TO STABILIZE WORLD COMMODITY PRICES. THE 
INDUSTRIAL WATIONS AGREED TO PARTICIPATE IN PREPARATORY TALKS 
ON THE COMMON FUND, THOUGH SO!E HAVE RESERVATIONS ASOUT ITS 
PRACTICALITY BEFORE MORE COIINOLDITY AGREEMENTS ARE CONCLUDED. 

BUT, REGARDLESS OF THE FORMULA THAT ULTIMATELY EVOLVES, THE 
FACT REMAINS THAT IF IT IS POSSIBLE TO STABILIZE WORLD COMMODITY 
PRICES THE INDUSTRIAL COUNTRIES HELP THEMSELVES AS WELL AS THE 
DEVELOPING COUNTRIES. THE DEVELOPIi!G COUNTRIES GAIN FROM REDUCING 
THE WILD FLUCTUATIONS IN EXPORT EARNINGS WHICH IM THE END RESULT 
IN THE WASTEFUL USE OF FOREIGN EXCHANGE RESOURCES. THE 
INDUSTRIAL NATIONS -- WHICH, WHEN ALL IS SAID AND DONE, ARE THE 
DOMINANT SUPPLIERS OF MOST MAJOR COMMODITIES -- ESCAPE UPWARD 
PRICE PRESSURES WHICH FEED DOMESTIC INFLATION AND PROMOTE 
RESTRICTIONIST ECONOMIC POLICIES. MORE I/iPORTANT FOR THE 
WORLD AS A WHOLE IS THE FACT THAT STAGLE COMMODITY PRICES 
PROMOTE THE GREATEST POSSIBLE FLOW OF INTERNATIONAL COMMERCE 
AND REDOUND TO THE BENEFIT OF THOSE COUNTRIES WHOSE ECONOMIC 
WELL-BEING HINGES SO MUCH ON UNRESTRICTED FOREIGN TRADE. 
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